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Abstract
Organisations are increasingly turning to the Internet to
complement
their
traditional
brick-and-mortar
businesses. In our research, we are concerned with the
current challenges of customer loyalty, or rather the
lack of, in online environments. This paper discusses an
approach which examines the relationship between
customer e-loyalty and key antecedents like trust,
customer satisfaction, perceived risk and corporate
image.
Insights from this study will assist marketing managers
in prioritising resources on training programs,
communication and promotion initiatives. This will lead
to improved segmentation techniques, more targeted
marketing-mix and positioning strategies and finally,
better e-customer relationship management.

1. Introduction
According to market research firm Jupiter Research
[27], online retail revenue is forecasted to reach $105
billion by 2007, accounting for 5 percent of all U.S.
retail spending. More significantly, the Internet medium
will influence 34 percent of all U.S. retail spending by
2007. This rapid growth of e-retailing reflects the
compelling advantages that it offers over conventional
brick-and-mortar stores, including greater flexibility,
enhanced market outreach, lower cost structures, faster
transactions, broader product lines, greater convenience,
and customization [64] [70].
Indeed, some recent studies reported that there might be
systematic differences in customer attitudes and
behaviour for products and services chosen online
versus offline. For example, price sensitivity may
actually be lower online than offline (e.g. [14] [41]).
Perhaps this is because consumers are easily able to
compare and contrast competing products and services
with minimal expenditure of personal time or effort.
According to Kuttner [40], “The Internet is a nearly
perfect market because information is instantaneous and
buyers can compare the offerings of sellers worldwide.
The result is fierce price competition and vanishing
brand loyalty.”

Reicheld [57] asserts that the fundamental task of
businesses today should be managing customer loyalty.
After all, there is much agreement that building
customer loyalty is a key factor in winning market share
[35] and developing a sustainable competitive
advantage [38]. The presence of numerous web sites
means that e-retailers have a tenuous hold at best on a
large number of “eyeballs” [64]. It thus does not come
as a surprise that there is mounting interest to
understand the determinants of customer loyalty in
online environments. This would allow appropriate
strategies to be implemented in order to reap the
benefits of a loyal customer base.
To this end, a primary objective of this paper is to
identify those managerially actionable factors that
impact e-loyalty through a proposed integrative
framework. This article is structured as follows. We
first briefly discuss the concept of customer e-loyalty.
We then introduce four focal constructs, which could
potentially influence customer e-loyalty, namely trust,
customer satisfaction, perceived risk and corporate
image. We conclude by noting the managerial
implications and limitations of this study.

2. Customer e-Loyalty
In research conducted in the 1960s and 1970s, customer
loyalty was interpreted as a form of customer behavior
(i.e. repeat purchasing) directed toward a particular
brand over time (e.g. [68]). This is not surprising as
most research originated from the field of packaged
consumer goods [34]. Day [12], in particular, criticizes
behavioral conceptualizations and argues that loyalty
has an attitudinal component.
Attitude, which measures the degree of a consumer’s
disposition, was hence suggested to supplement the
behavioural approach [1]. More recently, Dick and
Basu [16] argued that loyalty is affected by the relative
strength of the relationship between attitude and
behaviour. Oliver [50] augmented this school of thought
by arguing that consumers could become ‘loyal’ at each
attitudinal phase. Specifically, consumers may become
loyal in a cognitive sense first, then later in an affective
sense, still later in a conative manner and, finally, in a
behavioural manner, which has been described as
“action inertia”.
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The cognitive form of service loyalty has been
described to be of “shallow nature” [51] where
customers “have not ceased attending to alternatives,
but maintain their awareness of alternatives without
“constant and frenetic testing” [21]. In addition, given
that the future behaviour of customers is generally of
more interest to marketers than current attitudes and/or
behaviour, it is natural that the most frequently
researched component of loyalty in the past decade is
future intentions or conative loyalty [22] [71].
However, it is not well understood how accurately
intention predicts actual purchase behavior [3] [43]. The
operationalisation of future loyalty as a choice
profitability for the next purchasing incidence would be
subject to numerous situational factors as well, which
cannot be easily monitored [73]. Hence, it is useful to
conceptualise “customer e-loyalty” herein as retained
preference [53] and as willingness to recommend the eretailer to other people [31] [13].

3. Suggested Antecedents
3.1 Customer Satisfaction
Satisfaction has been identified as the driver of loyalty
by some researchers [49] [52] [6] [8] [22] [3] [16] [50]
and as non-significant by others [24] [36]. Reichheld
[56] [57] is the flag bearer for the latter movement and
suggests that loyalty, not satisfaction, should be the
primary focus of a firm’s marketing activities. Perhaps
the varying relationship found between satisfaction and
service loyalty is due to an incomplete portrayal of
loyalty in these studies [28] which by itself, is a
complex phenomenon that warrants a multifaceted
conceptualization [16]. Given the unequivocal debate
on the satisfaction-loyalty (and its sub-components)
linkage (e.g. [43] [28] [60]), the strength of that link
should be tested:
H1a: The greater the customer satisfaction, the greater
is the customer e-loyalty.
Meanwhile, rather than driving the relationship, trust
has also been argued to be reflective of the level of
customer satisfaction [24]. Although trust is usually
understood as a future-oriented attitude, i.e. as a state of
mind that goes beyond past experience, one can hardly
deny that a certain amount of positive experience with a
person or organization will at least support the
development of trust towards this person or
organization [23] [25] [32]. We hypothesise that:
H1b: The greater the customer satisfaction, the greater
is the trust.

3.2 Trust

Just like customer satisfaction, trust is one of the most
widely examined and confirmed constructs in
relationship marketing and more recently, electronic
commerce research (e.g. [37] [10] [24] [32] [45] [46]).
Despite attempts to understand the construct better, it
remains elusive. For example, even though studies have
generally found positive effects of trust on loyalty [24]
[25] [47] [69], some studies refute the effects [17] [23]
[26] [46].
In this paper, we argue that the intangibility (customers
have difficulty evaluating both goods and services on
the web before they have been purchased and delivered)
and heterogeneousness (the lack of standards,
particularly for services, makes it difficult to judge
quality in advance of purchase) of electronic commerce
“positions trust as perhaps the single most powerful
relationship marketing tool available to the e-retailer”
[7]. This is mainly attributed to its ability to diminish
the perceived risk and vulnerability in a relationship
that leads to a higher commitment to the relationship
[23]. This, in turn, reduces transaction costs, as there is
less necessity to establish expensive control
mechanisms.
Specifically, trust is shown to have a positive influence
on relationship outcomes in electronic commerce [33].
For example, the likelihood of Internet product
purchase is influenced by the amount of consumer trust
regarding the delivery of goods and use of personal
information [33]. Other research also shows that the
fairness of a company’s website with respect to
information privacy is a significant factor in building
trust and in ensuring the continuation of the relationship
with the e-retailer [11]. In consonance with the general
school of thought (e.g. [47]), we propose that trust is an
essential antecedent of loyalty:
H2: The greater the customer trust, the greater is the
customer e-loyalty.

3.3 Perceived Risk
The perceived risk construct was introduced to
marketing in the 1960s by Bauer and his associates at
Harvard Business School [5] [9]. It is defined by
Dowling and Staelin [19] as a consumer’s perceptions
of the uncertainty and adverse consequences of
engaging in an activity. Consumer behavior is
motivated to reduce risk [5] [67]. When consumers
intend to buy a product or a service, they often hesitate
to make the final decision because they can’t be sure
that all of their buying goals will be accomplished with
the purchase [59].
Donthu and Garcia [18] found that Internet shoppers are
more less risk averse than Internet nonshoppers.
According to SRI International, about 70 percent of
Internet users have the risk-taker personality type.
Miyazaki and Fernandez [44] further proposed that the
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rate of purchasing products online is negatively related
to the perceived risk of conducting online purchase.
They also suggested that higher levels of Internet
experience could lead to lower risk perceptions
regarding online shopping and fewer specific concerns
regarding system security and online retailer fraud.

impression [72] [15] or as an “idiosyncratic cognitive
configuration” [42]. Importantly, a growing number of
companies have tried to position themselves through the
communication channel [4] with the objective of
building strong corporate images in order to create
relative attractiveness. The importance of corporate
image is heightened in the online world because
customers, are more often than not, inundated by the
variety of the offerings on the Internet. An obvious
choice would be to go for a name they trust, select a
company they have heard of, one with a reputation for
service, quality and reliability.

The variability and the non-standardized nature of the
online offerings could lead to uncertainty about cost and
product performance [48] and make it difficult for a
consumer to evaluate alternatives before purchase [29].
The heightened uncertainty resulting from the lack of
knowledge and information implies higher perceived
risk, which affects customers’ decision whether or not
to make that online purchase [62]. However, it is also
apparent that the amount of risk a buyer perceives
depends on the characteristics of the buyer and the type
of product or service being considered [30] [62].

Corporate image could be treated as an outcome from
accumulated attitude derived from experience and/or
direct or indirect market communication [4]. As a
consequence for the relationship level, it is not apparent
whether corporate image should be seen as independent
from perceived quality and customer satisfaction (as
proposed by [4]) or as dependent (as proposed by [61]).
Corporate image is defined in this study as the
customer’s emotional stereotypes associated with the ecommerce service provider. Given that perceived
quality, trust and customer satisfaction are emotionally
and holistically anchored [2], we thus hypothesize that:
H4a: The better the corporate image, the lower is the
perceived risk.
H4b: The better the corporate image, the greater is the
customer satisfaction.
H4c: The better the corporate image, the greater is the
customer trust.

In tandem with previous studies (e.g. [65] [66]),
perceived risk is viewed as the subjective expectation of
a loss or sacrifice. We thus hypothesise that:
H3a: The greater the perceived risk, the less is the
customer satisfaction.
H3b: The greater the perceived risk, the less is the
customer loyalty.

3.4 Corporate Image
Many conceptualisations of image have been advanced
in the past [20] [39] but generally, image has been
treated as a “gestalt”, reflecting a customer’s overall

Figure 1: An Integrative Framework Explaining Customer E-Loyalty
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4. Managerial Implications & Conclusions
The antecedents of customer loyalty in the traditional
brick-and-mortar marketplace have been studied in
detail [63]. However, to the best of our knowledge,
there have been no studies evaluating the roles of
corporate image, trust, perceived risk, customer
satisfaction and loyalty in online environments within a

H2

single study. This study thus hopes to make a
contribution towards this critical knowledge gap. Based
on our model, more comprehensive and richer models
of e-loyalty could be developed and tested.
As noted by Peterson [54], electronic markets will lead
to intense price competition resulting in lower profit
margins. Customer loyalty has been mooted as the only
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source of sustainable competitive advantage for firms
[57]. From a managerial perspective, an analysis on the
underlying dimensions of elusive and difficult to
operationalise constructs (e.g. corporate image) could
provide insights into their relationships with loyalty,
allowing marketing managers to justify expenditures on
training programs and communication and promotion
initiatives that contribute to higher levels of customer
loyalty. Further, for compelling value propositions and
effective marketing-mix strategies to be crafted, the
effects of focal constructs like customer trust have been
included. Such an understanding will allow companies
to adapt operational variables (e.g. communication
message) to increase consumers’ receptiveness towards
their online offerings. Finally, the study could be used
to build indices to supplement measures of financial
performance and market share. This, in turn, allows for
the competitive benchmarking of e-marketing
strategies.
There are some limitations of this research that should
be considered when interpreting its findings. Our model
does not take into account individual-level variables
that also may have an impact. Such variables could be
out of the control of the e-retailer (such as customer
inertia) and other variables that are jointly determined
by individual-and–business factors (such as reposed
trust and satisfaction) which may also impact e-loyalty
[58]. Also, the suitability of the Internet for e-retailing
depends to a large extent on the characteristics of the
products and services being marketed [55]. This study
does not control for such differences across product &
service categories. Researchers can develop richer
models that capture and address these limitations.

References
[1] Ajzen, I. and M. Fishbein, Understanding Attitudes and
Predicting Social Behaviour. 1980, Englewoods Cliffs, NJ:
Prentice-Hall.
[2] Allen, C.T., K.A. Machleit, and S. Kleine, "A comparison
of attitudes and emotions as predictors of behavior at diverse
levels of behavioural experience". Journal of Consumer
Research, 1992. 18(March): p. 493-504.
[3]
Anderson, E.W., C. Fornell, and D.R. Lehmann,
"Customer Satisfaction, Market Share and Profitability".
Journal of Marketing, 1994. 58(3): p. 53-66.
[4] Andreassen, T.W. and B. Lindestad, "The Effects of
Corporate Image in the Formation of Customer Loyalty".
Journal of Service Marketing, 1998. 1(82-92).
[5] Bauer, R.A., Consumer Behavior as risk taking, in
dynamic marketing for a changing world, , R.S. Hancock,
Editor. 1960, Amercan Marketing Association: Chicago, IL.
p. 389-398.
[6] Bearden, W.O. and J.E. Teel, "Selected Determinants of
Consumer Satisfaction and Complaint Reports". Journal of
Marketing Research, 1983. 20: p. 21-28.
[7] Berry, L.L., "Relationship Marketing of Services Growing Interest, Emerging Perspectives". Journal of the
Academy of Marketing Science, 1995. 23(Fall): p. 236-45.

[8]
Bitner, M.J., "Evaluating Service Encounters and
Employee Responses". Journal of Marketing, 1990. 54(2): p.
69-82.
[9] Cox, F.D., Risk taking and information handling in
consumer behaviour. 1967, Boston, MA: Harvard University
Press.
[10] Crosby, L.A., K.R. Evans, and D. Cowles, "Relationship
Quality in Services Selling : An Interpersonal Influence
Perspective". Journal of Marketing, 1990. 54(3): p. 68-81.
[11] Culnan, M.J. and P.K. Armstrong, "Information Privacy
Concerns, Procedural Fairness, and Impersonal Trust: An
Empirical Investigation". Organisation Science, 1999. 10(1):
p. 104-115.
[12] Day, G., "A Two-Dimensional Concept of Brand
Loyalty". Journal of Advertising Research, 1969. 9.
[13] de Ruyter, K., M. Wetzels, and J. Bloemer, "On the
relationship between perceived service quality, service loyalty
and switching costs". International Journal of Service Industry
Management, 1998. 9(5): p. 436-53.
[14] Degeratu, A., A. Rangaswamy, and J. Wu, "Consumer
Choice Behaviour in Online and Traditional Supermarkets:
The Effects of Brand Name, Price and Other Search
Attributes". International Journal of Research In Marketing,
2000. 17(1): p. 55-78.
[15] Dichter, E., "What's In an Image". Journal of Consumer
Marketing, 1985. 2(1): p. 75-81.
[16] Dick, A.S. and K. Basu, "Customer Loyalty : Toward an
Integrated Conceptual Framework". Journal of the Academy
of Marketing Science, 1994. 22(Winter): p. 99-113.
[17] Doney, P.M. and J.P. Cannon, "An examination of the
Nature of Trust-in Buyer-Seller Relationships". Journal of
Marketing, 1997. April: p. 35-51.
[18] Donthu, N. and A. Garcia, "The Internet Shopper".
Journal of Advertising Research, 1999. 39(3): p. 52-58.
[19] Dowling, G.R. and R. Staelin, "A Model of Perceived
Risk and Intended RiskHandling Activity". Journal of
Consumer Research, 1994. 21(1): p. 119-154.
[20] Doyle, P. and I. Fenwick, "How Store Image Affects
Shopping Habits in Grocery Chains". Journal of Retailing,
1974. 50(4): p. 39-52.
[21] Dwyer, F.R., P.H. Schurr, and S. Oh, "Developing
Buyer-Seller Relationships". Journal of Marketing, 1987.
51(April): p. 13-21.
[22]
Fornell, C., "A National Customer Satisfaction
Barometer : The Swedish Experience". Journal of Marketing,
1992.
[23] Ganesan, S., "Determinants of long-term orientation in
buyer-seller relationships". Journal of Marketing, 1994.
58(April): p. 1-19.
[24] Garbarino, E. and M.S. Johnson, "The Different Roles of
Satisfaction, Trust and Commitment in Customer
Relationships". Journal of Marketing, 1999. 63(April): p. 7087.
[25]
Geyskens, I., et al., "The effects of trust and
interdependence on relationship commitment: A transatlantic
study". International Journal of Research in Marketing, 1999.
13: p. 303-317.
[26] Grayson, K. and T. Ambler, "The Dark Side of LongTerm Relationships in Marketing Services". Journal of
Marketing Research, 1999. 36(February): p. 132-41.
[27] Greenspan, R., "Another Banner E-Commerce Year
expected", . 2003, Jupiter Research.
[28]
Gremler, D.D., et al., "Customer Loyalty and
Satisfaction : What resonates in Service Contexts". Paper
submitted to Journal of Marketing (11/28/01), 2001. pending
acceptance.

4

[29] Guiltinan, J.P., "The Price Bundling of Services : A
Normative Framework". Journal of Marketing, 1987.
51(April): p. 74-85.
[30] Gutman, J., "A means-end chain model based on
consumer categorisation processes". Journal of Marketing,
1982. 46(2): p. 6-72.
[31] Haubl, G., "A cross-national investigation of the effects
of the country of origin and brand name on the evaluation of a
new car". International Marketing Review, 1996. 13(5): p. 7697.
[32] Helfert, G. and H.G. Gemünden, eds. Relationship
Marketing Team Design: A Power Predictor of Relationship
Effectiveness. , ed. U.o. Pennsylvania. 1998, Institute of Small
Business Markets: PA, USA.
[33]
Hoffman, D.L. and T.P. Novak, "Marketing in
hypermedia computer-mediated environments: Conceptual
foundations". Journal of Marketing, 1996. 60(July): p. 50-68.
[34] Jacoby, J.R.W. and R.W. Chestnut, Brand Loyalty
Measurement and Management. 1978, New York, NY: John
Wiley & Sons.
[35] Jarvis, L. and E. Mayo. "Repeat Guests: A Loyal Base or
Transient Customers?". in Tourism Services Marketing:
Advances in Theory and Practice,. 1986: Academy of
Marketing Science.
[36] Jones, T.O. and E.W. Sasser Jr, "Why Satisfied
Customers Defect". Harvard Business Review, 1995.
November-December: p. 88-99.
[37] Keen, P.G.W., "Ensuring E-trust", in Computerworld.
2000. p. 46.
[38] Kotler, P. and R.A. Singh, "Marketing Warfare in the
1980s". Journal of Business Strategy, 1981. 10(Winter).
[39] Kunkel, J.H. and L.L. Berry, "A Behavioral Conception
of Retail Image". Journal of Marketing, 1968. 32: p. 21-27.
[40] Kuttner, R., "The net: a market too perfect for profits",
in Businessweek. 1998. p. 20.
[41] Lynch Jr, J. and D. Ariely, "Wine Online: Search Costs
Affect Competition on Price, Quality and Distribution".
Marketing Science, 2000. 19(1): p. 83-104.
[42] Mazursky, D. and J. Jacoby, "Exploring the Developmen
of Store Images". Journal of Retailing, 1986. 62(2): p. 145165.
[43]
Mittal, V. and W.A. Kamakura, "Satisfaction,
Repurchase Intent, and Repurchase Behavior: Investigating
the Moderating Effect of Customer Characteristics". Journal
of Marketing Research, 2001. 38(February): p. 131-142.
[44] Miyazaki, A. and A. Fernandez, "Consumer perceptions
of privacy and security risks for online shopping". Journal of
Consumer Affairs, 2001. 35(1): p. 27-44.
[45] Mohr, J.J. and R. Speckman, "Characteristics of
Partnership Success: Partnership Attributes, Communication
Behaviour and Conflict Resolution Techniques". Strategic
Management Journal, 1994. 15(134-152).
[46] Moorman, C., R. Deshpande, and G. Zaltman, "Factors
Affecting Trust in Market Relationships". Journal of
Marketing, 1993. 57(January): p. 81-101.
[47] Morgan, R.M. and S. Hunt, "The Commitment-Trust
Theory of Relationship Marketing". Journal of Marketing,
1994. 58(July): p. 20-38.
[48] Murray, K. and J. Schlater, The Impact of Services
Versus Goods on Consumers' Assessment of Perceived Risk
and Variability, in Journal of the Academy of Marketing
Science, J. Donnelly and W. George, Editors. 1990, American
Marketing Association: Chicago. p. 186-90.
[49] Newman, J.W. and R.A. Werbel, "Multivariate Analysis
of Brand Loyalty for Major Household Appliances". Journal
of Marketing Research, 1973. 10(November): p. 404-409.

[50] Oliver, R.L., Satisfaction : A Behaviorial Perspective on
the Consumer. 1997, Boston: Richard D. Irwin / McGrawHill.
[51] Oliver, R.L., "Whence Customer Loyalty ?". Journal of
Marketing, 1999. 63(Special Issue): p. 33-44.
[52] Oliver, R.L. and G. Linda, "Effect of Satisfaction and its
Antecedents on Consumer Preference and Intention".
Advances in Consumer Research, 1981. 8: p. 8-93.
[53] Ostrowski, P.L., T.V. O'Brien, and G.L. Gordon,
"Service Quality and Customer Loyalty in the Commercial
Airline Industry". Journal of Travel Research, 1993. 32(Fall):
p. 16-24.
[54] Peterson, R.A., Electronic marketing and the consumer.
1997: Thousand Oaks: Sage.
[55]
Peterson, R.A., S. Balasubramaniam, and B.J.
Bronnenberg, "Exploring the Implications of the Internet for
Consumer Marketing". Journal of the Academy of Marketing
Sciences, 1997. 25(Fall): p. 329-346.
[56] Reicheld, F.F. and T. Teal, The Loyalty Effect. 1996,
Boston: Harvard Business School Press.
[57] Reicheld, F.R., Loyalty Rules: How Today's Leaders
Build Lasting Relationships. 2nd ed. 2001, MA, US.: Harvard
Business School Press.
[58] Reinartz, W. and V. Kumar, "On the profitability of
long-life customers in a noncontractual setting: an empirical
investigation and implications for marketing". Journal of
Marketing, 2000. 64(October): p. 17-35.
[59] Roselius, E., "Consumer rankings of risk reduction
methods". Journal of Marketing, 1971. 35(1): p. 56-61.
[60] Rundle-Thiele, S. and R. Bennett, "A brand for all
seasons? A discussion of brand loyalty approaches and their
applicability for different markets". Journal of Product and
Brand Management, 2001. 10(1): p. 25-37.
[61] Selnes, F., "An examination of the effect of product
performance on brand reputation, satisfaction and loyalty.".
European Journal of Marketing, 1993. 27: p. 19-25.
[62] Settle, R.B. and P. Alreck, "Reducing buyers' sense of
risk". Marketing Communications, 1989. January: p. 34-40.
[63] Sirohi, N., E.W. McLaughlin, and D.R. Wittink, "A
Model of Consumer Perceptions and Store Loyalty Intentions
for a Supermarket Retailer". Journal of Retailing, 1998. 74(2):
p. 223-45.
[64] Srinivasan, S.S., R. Anderson, and K. Ponnavalu,
"Customer loyalty in e-commerce: an exploration of its
antecedents and consequences". Journal of Retailing, 2002.
78: p. 41-50.
[65] Stone, R.N. and K. Gronhaug, "Perceived Risk: Further
Considerations for the Marketing Discipline". European
Journal of Marketing, 1993. 3(39-51).
[66] Sweeney, J.C., G.N. Soutar, and L.W. Johnson, "The
Role of Perceived Risk in the Quality-Value Relationship : A
Study in a Retail Environment". Journal of Retailing, 1999.
75(1): p. 77-105.
[67]
Taylor, J.W., "The Role of Risk in Consumer
Behaviour". Journal of Marketing, 1974. 38(April): p. 54-60.
[68] Tucker, W.T., "The Development of Brand Loyalty".
Journal of Marketing Research, 1964. 1.
[69] Wetzels, M.G.M., "Service Quality in CustomerEmployee Relationships", . 1998, University of Maastricht:
Netherlands.
[70] Wind, J. and A. Rangaswamy, "Customerisation: The
Next Revolution in Mass Customization". Journal of
Interactive Marketing, 2001. 15(1): p. 13-32.
[71] Zeithaml, V.A., L.L. Berry, and A. Parasuraman, "The
Behavioral Consequences of Service Quality". Journal of
Marketing, 1996. 60(April): p. 31-46.

5

[72] Zimmer, M.R. and L.L. Golden, "Impression of Retail
Stores: A Content Analysis of Consumer Images". Journal of
Retailing, 1988. 64(3): p. 265-293.
[73] Zins, A.A., "Relative attitudes and commitment in
customer loyalty models: Some experiences in the commercial
airline industry". International Journal of Service Industry
Management, 2001. 12(3): p. 269-294.

6

